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This report is one of a series of Bureau of International 
Commerce publications focusing on foreign market op- 
portunities for U.S. suppliers. The series is made availa- 
ble by the Bureau's Office of International Marketing in 
cooperation with the U.S. Foreign Service-Department 
of State. Most reports are based on research conducted 
by overseas contractors under U.S. Foreign Service 
supervision or by economic and commercial officers of 
the Foreign Service or Department of Commerce. 


Some of the data in this series is reproduced in its 
original unevaluated form and the distribution of this 
document does not necessarily imply the concurrence 
of the Department of Commerce in the opinions or 
conclusions contained therein. 


As part of its marketing information program, OIM 
makes available to the U.S. business community, on a 
continuing basis, eight types of publications and re- 
ports. 


1. Global Market Surveys: in-depth reports covering 20- 
30 of the best foreign markets for a single U.S. 
industry or a group of related industries. 


. Country Market Sectoral Surveys: |In-depth reports 
covering the most promising U.S. export opportuni- 
ties in a single foreign country. About 15 leading 
industrial sectors are usually included. 


. Producer Goods Research: |n-depth reports covering 
the best foreign sales opportunities for a single U.S. 
producer goods industry, or group of industries. 


. Consumer Goods Research: \|n-depth reports cover- 
ing the best foreign sales opportunities for a single 
U.S. consumer goods industry, or group of indus- 
tries. 


. International Marketing Newsmemo: \Information bul- 
letins received directiy from the U.S. Foreign Service; 
reports prepared by U.S. businessmen or Department 
of Commerce officers; and usually distributed un- 
edited. They cover a wide variety of industries, prod- 
ucts, and countries. 


. Overseas Business Reports: Reports that include 
current and detailed marketing information on all of 
our leading trading partners. Most are revised an- 
nually. 


. Foreign Economic Trend Reports: Annual or semian- 
nual reports prepared by the U.S. Foreign Service 
that cover, individually, almost every country in the 
world. 


. International Marketing Events: Brief market sum- 
maries in support of trade promotion events orga- 
nized by the Office of International Marketing. Also, 
detailed calendars of upcoming events. 


To supplement and up-date the marketing information 
available in this series, and for specific ordering infor- 
mation, we. suggest that you telephone the nearest 
Department of Commerce District Office or the Country 
Marketing Manager responsible for the area or areas in 
which you are interested. A directory of these key 
people and offices is printed on the back cover. 
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KEY ECONOMIC INDICATORS (ETHIOPIA) 


All values in million US$ 


INCOME, PRODUCTION 
GNP at current prices) 


GDP at constant prices! 


Exchange Rate US$1.00 = 2.07 Ethiopian Birr. 


% Change Rate of Growth 
1973 1974 (1975/74) __ (1975/73) 


2401.8 2681.1 
1874.0 1922.4 


Per Capita GNP, current, prices”) 93.0 101.0 


Gross Fixed Investment 


275.0 265.0 


Electric Power Production (mil kwh) 341.8 389.5 


Coffee Exports (1,000 MT) 


76.1 55.7 


3. 
5 


+ 
4 + 
Value of Bldg. Permits ispyed Addis 26.1 33.6 . 85, 
Index of Industrial Prod. 132.4 130.3 -2. 
Y AND P A r 
Money Supply 281.6 335.4 4 427.2 
External Public Sector Debt 283.0 313.1 > +18 .3 
Lending Rates (Commercial Bank) 5a-1l% 8,5--11% 8. - 
Indices: 
Retail Prices (1963=100) 147.0 159.7 ‘ +6.5 
Food Prices (1963=100) 154.3 167.6 4 +4.5 
Wholesale Price (import) (1968=100) 115.8 127.3 : +51 
Wholesale Price (export) (1968=100) 135.0 143.7 . -10.5 


PATANCE OF PAYMENTS AND TRADE 

Gold & For. Exchange Reserves (12/31) 203.7 295.3 . +1.2 +23.4 
Balance of Payments (Current Account) +76.9 +63.8 -45. - - 
Balance of Trade +26.6 -22.1 -97. ~ = 
Exports, FOB 243.1 268.7 240. -14.4 -1.9 
US Share 72.8 pe) Bs 45. -13.9 -19.1 
Imports, CIF 216.5 291.4 378. +98 422.3 
US Share 18.4 15.6 22. +46.8 +12.2 


Main Imports from US (1975): Fertilizers - US$6.4 million, Textile leather machinery - 
US$.6 million, Petroleum products - US$.5 million, 
Road vehicles - US$5 million, Farm machinery - US$.84 
million, Aircraft - US$1.2 million, Medical and 
pharmaceutical products - US$.7 million, Industrial & 
other machinery US$1 million, Tobacco - US$.7 million, 
Chemicals - 2.4 million. 

Main Exports to US (1975): Coffee - $38.5 million, Oilseeds - $2.2 million, 
Spices - $.9 million, Essential Oils - $.7 million. 


1) Fiscal Year Data 1973 corresponds to 1972/73, 1974 to 1973/74 and 1975 to 1974/75. 


SOURCES: National Bank of Ethiopia Quarterly Bulletin, Ministry of Finance, Central 
Statistical Office, International Monetary Fund. 





SUMMARY 


During 1976 fundamental political, social and economic changes which started 
in 1975 were consolidated. Most major industries and all commercial farms 
were nationalized in 1975 but wholesale and retail trade and small industry 
have continued in private hands with little government interference. During 
the past year the government established corporations to run the industries 
and commercial farms nationalized in 1975. The development strategy of the 
Ethiopian Provisional Military Government (EPMG) has continued to place 
emphasis on the rural sector of the economy. 


Despite the changes Ethiopia has undergone, the economic performance of the 
country in 1976 was relatively good. Agricultural production was above 1975 
levels for every major crop except wheat. Manufacturing output remained at 
approximately the same level as 1975, excluding Eritrea. The construction 
industry began to recover toward the end of 1976 after a two year hiatus. 
Inflation was high during the first half of 1976 but moderated significantly 
during the last six months of the year. Ethiopia's foreign exchange reserves 
at the end of 1976 were nearly US$320 million, a remarkably high level for a 
third-world country. The foreign exchange outlook for 1977 is bright 
because of the high price of coffee, Ethiopia's major export. 


Prospects for economic growth during 1977 appear reasonably good and export 
opportunities for US goods are also good to excellent despite Ethiopia's 
increasing political relations with the Communist countries. The best sales 
opportunities appear to be in agricultural machinery, textile equipment, 
telecommunications equipment, transport and road building equipment. Govern- 
ment agencies which are the mjor investors, rely heavily on public tenders 
as a procurement method. These tenders frequently have short deadlines so 
interested US firms should establish a relationship with a respected local 
firm in order to respond rapidly to these tenders. General apprehension over 
the political developments in Ethiopia and the lack of progress on compensa- 
tion for nationalized foreign firms have so far discouraged the renewal of 
foreign investment. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Ethiopian Provisional Military Government (EPMG) continued to follow 
its program of "Ethiopian Socialism" in 1976 as it consolidated and extended 
basic political, social and economic changes which were begun in late 1974 
with the overthrow of Emperor Haile Selassie. Most major industrial firms 
and all commercial farms as well as urban and rural land were nationalized 
in 1975. In 1976 the management of these nationalized businesses and 
commercial farms were grouped into industrial and commercial corporations. 
Other EPMG actions in 1976 included a settlement proclamation allocating 
land to formerly landless rural and urban dwellers, a revised system of 
agricultural taxation, a monetary and banking proclamation, and a re- 
organization of governmental structures including the creation of an 
independent Ministry of Industry. Although the EPMG is implementing a 
socialist program, the private sector, both foreign and domestic, continues 
to play an important role in the economy. 


0 P “ ‘b. 


Most sectors of the Ethiopian economy performed well in 1976 despite some 
labor problems, government structural changes, transportation bottlenecks 
and other problems. Real economic growth in 1976 was probably modest, with 
most growth due to increased agricultural output. Manufacturing, outside 
of the troubled northern province of Eritrea, remained at approximately the 
same levels as the previous year, still slightly below pre-revolutionary 
levels although some industries such as textiles and beverages increased 
production well above historic levels, Retail trade in volume terms in 1976 
increased slightly above the 1975 levels. Unemployment remains a serious 
problem although construction-related employment has increased. The number 
of new entrants to the urban labor market from the countryside has decreased 
due to improved conditions in rural areas. Roughly 85% of the work force in 
Ethiopia is still employed in agriculture. 


The banking sector received a boost in 1976 from the issuance of a monetary 
and banking proclamation. The Ethiopian currency was changed from the 
Ethiopian dollar to the Birr in a smoothly administered currency exchange 
in late 1976. The exchange accounted for a decrease in the money supply 
and also resulted in increased bank deposits. This increase, however, has 
not been met by a corresponding increase in loans to the public and private 
sectors. Thus the two commercial banks are currently in a highly liquid 
position. Inflation eased somewhat during the last six months of 1976 





primarily due to a stabilization in the price of food items, especially 
cereals, and the decrease in money supply. The retail price index showed 
a 28% increase during 1976 but the first 3 months of 1977 have seen a 
slight drop and the annual (March 1976 to March 1977) rate is 15%. Inflae- 
tion is not expected to be a serious problem in 1977 wnless cereal harvests 
are below norm l. 


Private investment remains nearly at a standstill with prospects dim for 

the next several years. Compensation for the nationalized companies, both 
foreign and domestic, still has not been provided although the EPMG has 
established a Compensation Commission to negotiate with the former owners. 
Numerous conditions imposed by the government on private investment such as 
government control of 51% of stock as well as general apprehension over the ° 
policies of the EPMG have also contributed to the private sector's reluct- 
ance to invest. Therefore, in the near future, practically all investment 
will have to come from the public sector. 


= Base o Ethio oni 


Ethiopia is still basically an agricultural society in which at least 85% 
of the population earns its livelihood from traditional farming. Their 
staple products are mainly cereal grains and livestock, as well as a few 


cash crops of which coffee is by far the most important. 


Except during unusual conditions such as the 1974 drought, Ethiopia is 
self-sufficient in food production but climatic and soil conditions give 
Ethiopia one of the strongest agricultural potentials in sub-Saharan 
Africa. So far agricultural development has been limited by a poor trans- 
portation network, marketing and distribution problems, and traditional 
cultivation practices and equipment. The EPMG is attempting to change this 
by emphasizing rural development through peasant associations (cooperatives) 
which are becoming a force for modernizing Ethiopian agriculture and an 
increase in road construction. If Ethiopia's agricultural potential is 
tapped it could well become a major exporter of livestock, grain, vegetables 
and fruit and other agricultural commodities. So far commercial production 
of crops like cotton and sugar has been designed to meet internal needs, 
with only a small amount for export. 


Industry - Limited Development 


Ethiopia's industrial base is small and manufacturing contributes only about 
5% of the GNP. This level has remained fairly stable in recent years 
despite the many problems faced by the manufacturing industries in Eritrea. 





On the whole, the nationalized industries are performing at approximately 
their pre-nationalization level but performance varies from industry to 
industry and from company to company. The most important industries in 
Ethiopia at present are textiles, leather, cement, sugar refining, 
breweries and bottling plants. Ethiopia has the requisite raw materials, 
population base including semi-skilled labor force, energy supply and 
transportation facilities for industrial growth so the long range poten- 
tial for light industries appears good. The EFMG is reportedly planning 
considerable investment to expand industrial capacity in key sectors 
including textiles, sugar, cement, beverages and food processing. 
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Ethiopia is less dependent on outside sources of energy than most African 
countries because hydroelectricity provides about two-thirds of Ethiopia's 
current power needs with potential existing for much greater future 
production. 


Ethiopia has only one government-owned oil refinery, located at Assab on 
the Red Sea. The refinery provides most of the gas and oil needs of the 
country except for specialty fuels which must be imported. Rationing of 
gas was introduced in mid-1975 and remains in effect but at present the 
supply of petroleum products appears adequate throughout the country except 
for Eritrea. Petroleum products are trucked from Assab to Addis Ababa and 
imports are transported by railroad from Djibouti to Addis Ababa. In spite 
of unsettled security conditions, there has been no interruption of ship- 
ments for nearly a year and a half. 


The mineral potential of Ethiopia is believed to be excellent by 

competent observers but that potential has thus far not been verified 
except for a small gold mine, a few tiny platinum mines and salt production. 
Almost all commercial mineral exploration, including petroleum, has ceased 
because of uncertain political and security conditions in mineral rich 


The tourist industry has slumped badly since the Ethiopian revolution. 
Tourists are not visiting Ethiopia in nearly the numbers they did in pre- 
revolutionary days and many of the major hotels in Addis are operating at 
only a fraction of their capacity. Ethiopia has many fine tourist 
attractions and prior to the revolution was developing a considerable 
tourist industry. The prospects for tourism appear dim at present, 
however, due to travel restrictions, security problems and adverse inter- 
national press coverage. 





The Ethiopian transportation system has good external links. Ethiopian 
Airlines, one of the best African airlines, has flights to major European 
cities, India and China as well as to other African countries. The 
Ethiopian Shipping Line also enjoys a generally favorable reputation. 

The principal ports are Assab and Djibouti (in the French Territory of the 
Afars and Issas). Addis Ababa-Djibouti traffic depends upon the aging, 
relatively inefficient Franco-Ethiopian Railroad although in March 1977 a 
new road opened between Addis and Djibouti. All Addis Ababa-Assab cargo 
is carried by truck with military escort for a portion of the route. The 
internal transportation system seems currently in better shape than in 
1975 due to improved management of the truck fleet. The major problems 
now are a shortage of trucks and the inadequate internal road network. 


ce of Pa and Forei de - Generally Favorable Position 


Import-Export trade has not been affected by the revolution. The value of 
trade was higher in 1976 than ever before, primarily because of the high 
price of coffee. The government so far has not interferred with private 
trade apart from the nationalization of one import-export firm in 1975 
which became the basis of a state-run trading company. Despite the 
socialist orientation of the EPMG and its friendly relations with Communist 
nations, no restrictions have been imposed concerning trade with any 


country, area, or groups and international import-export trade has con- 
tinued to follow its traditional pattern of trading mainly with the West. 


Ethiopia has maintained a strong balance of payments position over the 
last several years and consequently has not faced severe foreign ex- 
change crises which have afflicted many other African nations. The 
balance of trade deficit (imports on a CIF basis) of US$98 million in 
1975 was Ethiopia's highest in recent years. The 1974 deficit was less 
than US$22 million and there was a surplus of over US$26 million in 1973. 
The final figures for 1976 have not yet been released but preliminary 
figures indicate a trade deficit of approximately US$102 million. However, 
Ethiopia's traditionally positive transfer and invisible accounts cut the 
current accounts balance of payments deficit in 1975 to $45 million and 
$19 million in 1976. Due to the high price of coffee on the world market, 
the outlook for 1977 and 1978 is very good. Earnings from coffee exports 
alone could be higher in 1977 than the total value of all exports in 1976 
if the coffee price continues strong and the size of the crop is normal. 





Coffee - Record Export Earnings 


The price of coffee continues to soar and now stands at over $3.00 per 
pound for unroasted coffee FOB Djibouti. The serious shortage in world 
coffee production was caused by natural disasters and conflicts 
affecting other major producers rather than developments in Ethiopia. 
The 76-77 coffee crop available for export is expected to be approxi- 
mately 75-80,000 metric tons or roughly 5-10,000 tons above that of 
the previous year, The high coffee prices are expected to continue for 
at least the next two years, thus strengthening Ethiopia's external 
economic position. Traditionally the US has been the largest buyer of 
Ethiopian coffee and this pattern is continuing, although Europe and 
Japan have increased their market shares this year. 


nc Devel nt = sion 


Ethiopia has no formal development plan at present, but the EPMG's 
developmental priorities as reflected in their annual development budgets 
continue to emphasize the rural sector. Initiation of new developmental 
projects has lagged since the revolution started but owing to recent 
progress, the coming year should see implementation of some important 

new projects. The EFMG has budgeted a large deficit of US$170 million 
this fiscal year (June 1976-July 1977) to help finance some of these 
projects. The deficit should fall below projections, however, as 
revenues from coffee export taxes will be much higher than anticipated 

in the original budget. Debt servicing is still not a mjor problem 
because the internal and external debts were very small under the old 
regime and the new government has not borrowed excessively. Ethiopia 
continues to receive considerable amounts of foreign assistance, especially 
for agriculture and rural development. The World Bank, the United Nations 
Development Program, the EEC, the United States and various European 
nations are still the largest donors. 


Prospects for increased US sales to Ethiopia are good despite the changes 
in the economic system over the past two years and a loosening of the 
traditional close relations between the US and Ethiopia. US firms have 
a good chance of expanding American exports to Ethiopia if they are able 
to offer quality products with competitive prices and service capability. 





Among the products with the highest sales potential in Ethiopia are: 

farm machinery, communications equipment, textile machinery, aircraft 
and ground support equipment, road transport equipment, chemicals, 
fertilizers and business machines. Private markets for consumer durables 
and non-durables, including food and clothing, are strong but US 
opportunities in these areas (other than high priced specialty items) may 
be limited because the Ethiopian market tends to be price rather than 
quality-conscious for these items. American goods continue to have a 
good reputation for quality in all fields and most businessmen are more 
than willing to represent US products. 


The Ethiopian government has become the major client in many fields since 
the nationalization of most major industries. The government relies very 
heavily on tenders to select equipment suppliers. To meet the many 
technical requirements of such tenders and because the time between 
announcement of the tender and the close of bidding is often short, the 
US Embassy strongly recommends that firms desiring to trade with Ethiopia 
establish an agent relationship with a respected local firm. 


i vestment - vorable Cl 


In its policy declaration of February 1975, the EPMG stated that foreign 
private investment was welcome in Ethiopia but that the government would 
require at least 51% interest in mjor ventures, except minerals explora- 
tion and exploitation. In December 1975, however, the EPMG announced that 
contrary to its previous statements on the subject, it had decided not to 
nationalize the foreign oil distribution companies operating in Ethiopia, 
including the American firm of Mobil Oil. Due to the nationalizations and 
minimal progress on compensation as well as general uncertainty about the 
political situation, there have been no new foreign investment starts in 
Ethiopia during the past year. Included among the thus far uncompensated 
firms which were nationalized are several US companies. 


Firms ° 


Among the American companies who maintain offices in Ethiopia are: Mobil, 
Singer, IBM, Burroughs, NCR, Esso, Pan American, Whitestone Petroleum, 
Hilton Hotels, TAMS, and De Leuw Cather. Over 200 other US firms have 
local agents and representatives. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








LOOKING FOR A GOOD 


market 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





